DE 98- 195
ENERGYNORTH NATURAL GAS, | NC.
Petition for Authority to Operate in the Cty of Berlin and
Approval of Special Contract with the
New Hanpshire Departnent of Corrections

Order Granting Franchi se and
Approvi ng Special Contract No. 99-01

ORDER NO 23.302

Sept enber 20, 1999

APPEARANCES: MlLane, G af, Raulerson & M ddl eton by
Steven V. Canerino, Esq. on behalf of EnergyNorth Natural Gas,
Inc.; the Ofice of the Consuner Advocate by F. Anne Ross, Esqg.
on behalf of residential utility consumers; and Larry S. Eckhaus,
Esq. for the Staff of the New Hanpshire Public Utilities
Comm ssi on.

PROCEDURAL HI STORY

On Novenber 3, 1998, EnergyNorth Natural Gas, Inc.
(ENG@) filed with the New Hanpshire Public Utilities Conm ssion
(Comm ssion), pursuant to RSA 374:22 and RSA 374:26, a Petition
for Authority to Operate in the City of Berlin (Petition). The
prefiled testinony of Rate Analyst Mark G Savoi e acconpani ed the
Petition. ENG reported that the State of New Hanpshire,
Department of Corrections (Departnent) is currently constructing
inthe City of Berlin a new prison conplex, the North Country
Medi um Security Prison (Prison), which the Departnent intends to
equip with facilities that utilize natural gas. The Prison wll
be | ocated approximately one-half mle fromthe Portland Natural

Gas Transm ssion System (PNGTS). The Departnent has asked ENG

to provide natural gas service to the Prison.
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ENG also stated that it anticipates additional
devel opment around the Prison conplex as well as interest from
governnental and private organizations in Berlin which over tinme
may result in extension of the gas distribution system
Consequently, ENG has requested for authority to operate as a
public utility in the Gty of Berlin.

On Novenber 6, 1998, Staff propoundeded a series of
thirty-two (32) interrogatories intended to elicit additional
information regarding the Petition. By an Order of Notice issued
Novenber 13, 1998, the Comm ssion schedul ed a Prehearing
Conference for Decenber 11, 1998. On Decenber 7, 1998, the City
of Berlin filed a Mdtion to Intervene. The Cty of Berlin states
inits notion that it is partially in favor of the petition
subject to certain conditions and concerns. There were no
objections to Berlin's Motion to Intervene. The Ofice of the
Consuner Advocate (OCA) intervened on behalf of residential
consuners pursuant to RSA 363: 28.

At the Prehearing Conference, Staff raised issues as to
whet her the contract with the Departnent will be a speci al
contract pursuant to RSA 378:18 and Puc 1606.01. Because the
speci al contract between ENG and the Departnent and the capacity
contract between ENG and PNGIS had not been conpleted, the
Parties and Staff agreed to defer establishing a procedural
schedul e until the contracts were executed and filed with the

Comm ssion. The Parties and Staff further agreed that once the
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contracts were filed, a procedural schedul e woul d be devel oped to
recogni ze ENG@'s and the Departnent's construction and service
requirenents.

On January 6, 1999, the Comm ssion held a public
hearing on the Petition in Berlin. On February 9, 1999, the
Comm ssion issued Order No. 23,142 approving the Departnent's
Motion for Intervention and deferring the procedural schedul e as
agreed to by the Parties and Staff.

On June 4, 1999, ENG filed with the Conm ssion, in
accordance wth Puc 1606 and RSA 378:18, a Special Contract
between ENG and the Departnent regarding service to the Prison.
Suppl enental testinony was not filed with the Special Contract.
The Special Contract is for a twenty-year term and contains
provi sions for mninmumtakes and for |iquidated damages due to
early term nation

On June 22, 1999, the CGovernor and Executive Counci
approved the Special Contract between ENG and the Departnent.
On July 28, 1999, the capacity contract between ENG and PNGTS
was filed with the Comm ssion.

On July 30, 1999, the Comm ssion issued an Order of
Notice detailing the expanded scope of the proceeding to include:
the ternms of the Special Contract between ENG and the
Departnent; the rate inpact, if any, on the cost of gas; and the
applicability of the terns of the capacity contract between ENG

and PNGTS to the Special Contract between ENG@ and the
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Departnent. No further Mtions to Intervene were filed. On
August 9, 1999, ENG filed the Supplenental Pre-filed Testinony
of M. Savoie. A hearing on the nmerits of the original Petition
and the Special Contract was held on August 24, 1999. On August
27, 1999, ENG filed responses to the Conmm ssion’s Bench
Request s.
[1. POSITIONS OF THE PARTI ES AND STAFF
1. EnergyNorth Natural Gas, Inc.

At the hearing, ENG’'s w tnesses, M. Savoie and Donal d
E. Carroll, Vice President of Gas Supply, stated that the
Departnent is conpleting construction of a new prison conplex in
Berlin which the Departnent intends to equip with facilities that
utilize natural gas for space and water heating, clothes drying,
and food preparation. The Prison will be | ocated approxi mately
one-half mle fromthe PNGIS pipeline. The Departnent actively
sought a service provider to construct the necessary distribution
facilities fromthe PNGIS nain to the Prison conpl ex.
Consequently, ENG petitioned the Comm ssion for authority to
operate a franchise territory in the Gty of Berlin and for
approval of a Special Contract with the Departnent to provide
natural gas service to the Prison

ENG updated the status of additional devel opnent
around the Prison conplex by stating that it is aware of three

potential custonmers in the area but it has not received firm
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commtnments for service fromany of them However, ENG asks
that it be granted the service territory for the entire city of
Berlin.

Initially, the Prison will be on the Conmercial Heating
Firm Sales Rate, a tariffed rate. The Prison’s usage, before a
pl anned 500 bed expansion, is anticipated at 365,000 therns per
year. After the expansion, the usage is expected to increase to
495,000 thernms per year. The Prison will be subject to the cost
of gas rate and all applicable surcharges including surcharges
related to environnental renediation. Although the rates charged
to the Departnent for natural gas usage at the Prison are
tariffed rates, ENG@ and the Departnent negotiated other terns
which deviate fromENG's tariff and necessitate the Speci al
Contract. These terns include: a twenty-year commtnent to match
the termof the capacity contract ENG signed with PNGTS;
mandat ory capacity assignnent should the Prison switch fromfirm
sales service to firmtransportation service; a mninmmtake
provi sion of 100,000 therns per year with a deficiency nultiplier
of $0.315 per therm and an early term nation clause with a
schedul e of |iquidated danages. The |iqui dated damages were
cal cul ated on a net present value basis which incorporated the
demand charges fromthe PNGIS contract and ENGA’s construction
costs. ENGQ testified that the Special Contract is in the public
good because it protects ENG and its existing ratepayers from

full cost responsibility for the entire PNGIS capacity contract,
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entered into solely at this tine to enable ENG to provide
service to the Prison, should the Special Contract be breached.
2. City of Berlin

On Novenber 12, 1998, the City Manager of Berlin wote
t he Comm ssi on supporting and endorsing the Petition on behal f of
the Mayor and City Council of Berlin. Subsequently, on Decenber
7, 1998, Berlin filed a Motion to Intervene partially in favor of
the Petition, but subject to certain conditions and concerns
whi ch were summarized in Order No. 23, 142.

On February 8, 1999, Berlin filed a letter with the
Comm ssion stating that its concerns relating to the exclusivity
of the franchise and the ability of Berlin to serve or act
cooperatively with ENG to extend or otherw se construct gas
lines for service in Berlin have |argely been satisfied.
Additionally, Berlin stated that it continues to be unwavering in
its support of the Petition. Berlin did not attend the August
24, 1999 hearing but communi cated through Staff that any concerns
it may have had have been resol ved.

3. O fice of Consuner Advocate

The OCA did not file testinony in this proceeding;
however, the OCA stated it supports ENG’'s Petition. OCA al so
stated that the Petition appears fair to existing ratepayers.

4. St af f
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Staff also did not file testinony in this proceeding.
Staff stated at the hearing it supports and recommends approval
of ENG’'s Petition and the Special Contract entered into between
ENG and the Departnent.

5. O her Comment s

Letters in support of ENG’'s petition were received
from District One Executive Councilor Raynond S. Burton
District One Senator Frederick W King; Hank Ri sl ey, Comm ssioner
of the Departnent of Corrections; George M Bald, Conm ssioner of
t he Departnent of Resources and Econom c Devel opnent; the
Nort hern White Mountain Chanber of Commerce; and Donald A. Veno,
Director, Division of Adm nistration, Departnent of Corrections.
V. COWM SSI ON ANALYSI S

After careful review of the Petition and Speci al
Contract and testinony and exhibits offered at the August 24,
1999 hearing, we find that granting ENG’s petition for authority
to operate in the Cty of Berlinis in the public interest. W
therefore grant them perm ssion to operate in the Gty of Berlin.
We note that ENG’'s authority to operate in the City of Berlin

will not be exclusive as a matter of |law. Appeal of Pub. Service

Co., 141 NH 13 (1996). W also find that EN@’s Speci al
Contract 99-01 with the New Hanpshire Departnment of Corrections

is reasonable and in the public good.
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ENG denonstrated that it has the manageri al,
technical, and financial capability to operate as a gas utility
safely, reliably, and economcally in the proposed service
territory. Further, ENG satisfied the Conmm ssion s concern
about ENA@’'s ability to service the City of Berlin
notw t hstandi ng the fact that ENG@’s headquarters and operations
are quite a distance away.

We find the terns and conditions of the Speci al
Contract to be just and consistent with the public interest,
pursuant to RSA 378:18. The system expansi on woul d not be
economcally feasible but for the nust-take provision in the
Speci al Contract which necessitates a deviation fromENG’s
current effective tariff. Additionally, mandatory assi gnnent and
the |iqui dated danages clauses within the Special Contract
protect existing ratepayers should the Departnent breach the
contract by not taking the m nimum vol unmes or breach for other
reasons.

We are approving the Special Contract with the terns
negoti ated between ENG and the Departnent, however, the
Commi ssion defers its policy on capacity assignnment in a
restructured natural gas environnment to anot her docket.
Specifically, the Comm ssion anticipates that capacity assignnment
wi |l be addressed in Docket DE 98-124, the Gas Unbundling
proceedi ng. The issue of capacity assignnment was not a litigated

issue in this proceeding and the Comm ssion’s decision to approve
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mandatory assignnent in this limted i nstance should not be
construed by any party as setting any precedent.

Based upon the foregoing, it is hereby

ORDERED, that pursuant to RSA 374:26 ENA’'s Petition
for Authority to Operate in the City of Berlinis Ganted; and it
i's

FURTHER ORDERED, that the Special Contract between ENG
and the Departnent of Corrections is hereby APPROVED, and it is

FURTHER ORDERED, that ENG shall file a conpliance
tariff wth the Comm ssion within ten days of the date of this

order, in accordance with NNH Adm n. Rules, Puc 1603.02(Db).
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By order of the Public Uilities Conmm ssion of New

Hanpshire this twentieth day of Septenber, 1999.

Dougl as L. Patch Susan S. Gei ger Nancy Brockway
Chai r man Comm ssi oner Comm ssi oner

Attested by:

Thomas B. Getz
Executive Director and Secretary



